Editor's note: Reconsideration denied by Oder dated March 23, 1998

HUNT PETROLBUM GORP.
| BLA 97-40 Deci ded Decenber 4, 1997

Appeal s froma deci sion of the Mneral s Managenent Service denyi ng
requests by Federal |essees for refund of royalty paynents. ME 92-0139-
acs

Afirned.
1. Quter ontinental Shelf Lands Act: Refunds

The MVB properly continued to hold royal ty overpaynents
by Federal |essees pendi ng conpl etion of a restructured
accounting of three oil and gas | eases to pernit
effective pursuit of debt satisfaction by of fset when
the accounts were ready to be finally settled.

APPEARANCES.  Jonathan A Hunter, Esq., New Ol eans, Louisiana, for Hiunt
Petrol eum Gorporation, Hunt Industries, Ltd., Rosewood Resources, The
George R Brown Partnership, and Texaco Expl orati on and Production Inc.;
Geoffrey Heath, Esg., Ofice of the Solicitor, US Departnent of the
Interior, Véshington, DC for Mneral s Managenent Servi ce.

(PN ON BY ADM N STRATI VE JUDEE ARNESS

Hunt Petrol eum Gorporation and four other owners of interests in Quter
Qontinental |eases nunbered 2310, 2311, and 2600 have appeal ed froman
April 26, 1996, Decision by an Associate Orector of Mneral s Managenent
Service (M) denying a refund of $274,148.51 in royal ty over paynents
clai ned by Appellants. H nding overpaynents were nade, MVB nonet hel ess
concl uded there coul d al so be offsetting underpaynents on the | eases at
i ssue in undetermned amounts not yet settled, so that a case for refund
had yet to be denonstrated; it was determined that, given the state of the
accounts for the leases, it "woul d be i nappropriate to grant a refund."
(Decision at 2.)

In January 1985, R acid QI Gonpany (A acid), the operator of the
three | eases, requested a refund of $549,815.15 in royalty paynents paid to
MVE on behal f of Pl acid and co-l essees, including Appellants. The request
was made in reliance on a court-ordered reduction in the price of natural
gas. This refund request was denied, and P acid filed an appeal wth M&

Two audits were then conducted by M. The first audit covered the period
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fromQct ober 1979 through Septenber 1981 and resulted in an August 18,

1986, O der to P acid to pay $274,907.41 in underpaid royalty for the

| eases. PHacid operated the Patterson Il Gas Plant (Patterson I1) where
gas fromthe | eases was processed into natural gas liquid products (NAP).
The 1986 MM Q der rested on a finding that royalty owed on NP processed
at Patterson Il was underpaid by A acid for a nunber of reasons connected
wth operations at the plant.

A second audit of operations at Patterson Il between CGctober 1981 and
Septentber 1985 resulted in another Oder to Pacid on My 11, 1990.
FH nding there was reason to believe A acid had agai n nade substanti al
under paynents of royalty on NAP processed at Patterson |1, MV ordered
Pacid to recal culate, report, and pay royalty for production fromthe
three | eases here at issue. See Qder dated May 11, 1990, at 5. PHacid
nade part of the recalculation and filed a petition in bankruptcy. The MVB
then issued an Qder on My 1, 1992, that required P acid to pay
$255,624.51 for underpaid royalties on the three | eases. The My 1992
Qder explained that this amount was fixed by a bankruptcy court Qder that
limted Pacid s royalty liability to MB HFacid and M then reached an
agreed settlenent of the anount owed by P acid for underpaynent of royalty
on production fromthe three | eases, and P acid s appeal pendi ng before MB
was W t hdr ann.

Wil e the A acid appeal was pendi ng before M, however, Appel |l ants
intervened therein, and nowclai mentitlenent, as co-lessees, to a refund
of $274,148.51 in their own right. On April 21, 1992, MVb issued Oders to
Appel lants finding that P acid s co-1essees owed $2,054,555.52 in royalty
for production fromQtober 1981 through Septenber 1985. This finding was
based on the partial restructured accounting by F acid, which renains to be
conpl et ed.

Appel lants now point out that the Associate Drector's Decision here
under review mistakenly indicates the 1986 and 1990 pay O ders directed to
P acid apply to Appellants, but that the referenced Qders were settled
when the A acid account wth M was settled. Appellants al so contend
that, as to | ease Nb. 2600, there is no underpaynent issue. They al so
all ege that MVB has conceded that each | essee can be held liable only for a
proportionate share of outstanding royalty and that royalty owed for
production fromthe | eases has been overpai d, not underpai d. They concl ude
that their refund requests nade 12 years ago shoul d now be pai d.

[1] It is conceded by MVB that the Associate Drector erroneously
nentioned two Qders issued to A acid when she rejected Appel | ants' refund
requests. The MVE al so admits that each | essee i s responsible for no nore
than a proportionate share of the | eases according to the ownership
interest held by each Appellant during the tine at issue. Nonetheless, as
MVE points out, this error is not material to our disposition of this
appeal , because the question whet her there was an underpaynent of royalty
for all three | eases persists so long as the accounting for royalty paynent
on al three | eases renains inconplete. See Anoco Production G. v. Ry,
118 F. 3d 812, 817 (D C dr. 1997) (approving refusal of royalty refunds by
the Departnent under circunstances simlar to those here, if the
over paynent s
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are held "not pernanently and absol utel y" provided the purpose of keeping
the noney is to protect the right of MM to offset the overpaynent agai nst
anti ci pat ed under paynent s).

In the instant case, since the accounting for the three | eases renai ns
i nconpl ete, until Appellants conpl ete the necessary restructured
accounting, there can be no refund. I1d. On the record before us, it is
apparent that the Associate Orector properly denied Appellants' refund
requests.

Accordingly, pursuant to the authority del egated to the Board of Land
Appeal s by the Secretary of the Interior, 43 CF. R 8§ 4.1, the Decision
appeal ed fromis affirned.

Franklin D Arness
Admini strative Judge

| concur:

Gil M Fazier
Admini strative Judge
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